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CITY OF SEATTLE
~ ORDINANCE

COUNCIL BILL FF7S

AN ORDINANCE authorizing the Director of Finance and Administrative Services to execute
an amendment to a lease agreement between the City of Seattle and MUSREF Spokane
Street, L.P. a Washington corporation; comblmng two leases for warehouse space the
City leases at the southeast corner of 2" Avenue South and South Spokane Street in
Seattle, Washington; extending the term to 2024 with an option to extend; and ratifying
and confirming certain prior acts. .

WHEREAS, the City has leased warehouse space for the Seattle Fire Department at 3601 and
3641 Second Avenue South (“SFD Lease”) since 1993, as authorized most recently by
Ordinance 122874; and

WHEREAS, since 2003, Finance and Administrativé Services has occupied adjacent space at the
warehouse at 3807 Second Avenue South under a separate lease agreement (“3807
Lease™), as authorized most recently by Ordinance 122661; and

WHEREAS, the 3807 Lease expires on May 31, 2013, and the SFD Lease expires January 31,
2014; and

WHEREAS, the City continues to need this amount of warehouse space, which cannot be
accommodated within City-owned buildings for the foreseeable future; and

WHEREAS, the current warehouse location meets Seattle Fire Department and Finance and
Administration Services operational requirements and is more cost effective than moving
to an alternative location; and

WHEREAS, MUSREF Spokane Street, L.P. owns the property leased by the City under both the
SFD Lease and the 3807 Lease; and

WHEREAS, MUSREF Spokane Street, L.P. has agreed to consolidate the two leases through a
Fourth Amendment to the SFD Lease, and to provide an additional ten-year lease term
through J anuary 31, 2024; and

WHEREAS, the City Council approval of this lease amendment is required under Seattle
Municipal Code section 3.127.020 because the total warehouse square footage leased in
one calendar year exceeds 9,000 square feet; NOW, THEREFORE,
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BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. The Director of Finance and Administrative Services, or his designee, is
authorized to execute for and on behalf of the City, the Fourth Amendment to Lease between the

City of Seattle, as tenaﬁt, and MUSREF Spokane Street, LP, as landlord, substantially in the

 form of Attachment 1, attached hereto and identified as “Fourth Amendment to Lease,”

providing for the City of Seattle’s tenancy and occupancy of a portion of the real propefty
commonly known as 3601, 3641 and 3807 Second Avenue Sou;ch in Seattle.

Section 2. Once fully executed, the Fourth Amendment to Lease will extend the term of
the lease to January 31, 2024.

Section 3. Additionally, the Director or his or her successor is further authorized to

| extend the term of the l¢ase for an additional sixty months as determined by the Director to be in

the best interest of the City, on the terms provided under the Fourth Amendment to Lease.

Section 3. The rental payments contemplated by the terms of the lease agreement

authorized in Section 1 hereof shall be charged to the appropriate expenditure allowance or

allowances in the bﬁdget of the Department of Finance and Administrative Services and the
Seattle Fire Department shall reimburse that Department its pro rata share of the leased area.
Section 4. This ordinance shall take effect and be in force 30 days after its approval by
the Mayor, but if not approved and returned by the Mayor within ten days after presentation, it
shall take effect as provided by Seattle Municipal Code Sectionll .04.020.
Section 5. Any act éonsistent with the authority of this ordinance taken after its passage and

prior to its effective date is ratified and confirmed.
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Passed by the City Council the day of , 2013, and signed by

me in open session in authentication of its passage this

| day of , 2013.
President of the City Council
Approved by me this day of ' ,2013.
Miéhael McGinn, Mayor

Filed by me this day of , 2013.

Monica Martinez Simmons, City Clerk
(Seal) A |

Attachment 1: Fourth Amendment to Lease
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FOURTH AMENDMENT TO LEASE

This Fourth Amendment to Lease is made as of _ , 2013 by and between
MUSREF SPOKANE STREET LP, a Washington limited liability company (“Landlord”) and
THE CITY OF SEATTLE, a Washington municipal corporation (“Tenant”).

RECITALS

A. Under a Lease executed February 8, 1993 and amended by an Addendum dated
June 30, 2000, a First Amendment executed February 14, 2003, a Second Amendment dated
February 11, 2008 and a Third Amendment executed January 26, 2009 (as amended, the
"Lease") between Landlord, as successor in interest to Schnitzer Investment Corp., and Tenant,
Tenant is leasing from Landlord certain premises located at 3601 and 3641 Second Avenue
South in Seattle, Washington (the “Current Premises”), which Current Premises and real
property are more particularly described in the Lease. The term of the Lease expires on January
31, 2014.

B. Under a separate lease executed as of May 28, 2003. and amended by an
amendment dated July 3, 2008 (as amended, the "2003 Lease") between Landlord, as successor
in interest to Schnitzer Investment Corp., and Tenant, Tenant is also leasing from Landlord
certain premises located at 3807 Second Avenue South in Seattle, Washington (the “3807
Premises™), which 3807 Premises and real property are more particularly described in the 2003
Lease. The 2003 Lease expires on May 31, 2013.

C. The Current Premises and the 3807 Premises are located in the same building.

D. Landlord and Tenant desire to enter into this Fourth Amendment to extend the
term of the Lease, to include the 3807 Premises in the Premises covered by the Lease in order to
merge the Lease and 2003 Lease, and to otherwise modify the Lease, all under the terms of this
Amendment.

AGREEMENT

For valuable consideration, the receipt and sufficiency of which are acknowledged,
Landlord and Tenant agree as follows:

1. - Definitions. Capitalized terms used in this Amendment and not otherwise defined
herein will have the meaning given in the Lease. The definitions in the remtals are incorporated
and made a part of the Lease.

2. Term. The term of the Lease is extended for an additional period of 120 months
commencing February 1, 2014, and expiring at 11:59 p.m. on January 31, 2024 (the "Extended
Term"). During the Extended Term, all of the terms and condltlons of the Lease will apply, except
as set forth in this Amendment.
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3. Combination of Premises. Effective as of June 1, 2013 (the “Lease Combination
Date™), the Current Premises and the 3807 Premises will be combined into one leasehold and all
references to the "Premises" under the Lease will comprise the Current Premises and the 3807
Premises. After the Lease Combination Date, the Premises under the Lease will be the area
shown on Exhibit A attached to this Amendment and will consist of 59,504 square feet. As of the
Lease Combination Date, the terms of the Lease will apply to the 3807 Premises as well as the
Current Premises including, without limitation, the provisions of the Lease with respect to the
use of the Premises.

4. Basic Monthly Rent. Commencing on the Lease Combination Date and
continuing through the Extended Term Tenant will pay to Landlord, as basic monthly rental for
the entire Premises, without any prior notice, demand offset or deduction, monthly installments
of Basic Monthly Rent as follows:

Period - Basic Monthly Rent

June 1, 2013 to September 30, 2013 $0.00

October 1,2013 to October 31, 2013 $29,376.00
November 1, 2013 to August 31, 2014 $40,038.00
September 1, 2014 to August 31, 2015 $41,239.14
September 1, 2015 to August 31, 2016 $42,476.31
Septemb'er 1, 2016 to August 31, 2017 $43,750.60
September 1, 2017 to August 31,2018 $45,063.12
September 1, 2018 to August 31, 2019 $46,415.02
September 1, 2019 to August 31, 2020 $47,807.47
September 1, 2020 to August 31, 2021 $49,241.69
‘September 1,2021 to August 31, 2022 $50,718.94
September 1, 2022 to August 31, 2023 $52,240.51
September 1, 2023 to January 31, 2024 $53,807.72

Tenant will pay all Basic Monthly Rent at the time and place and in the manner pfovided
for the payment of Basic Monthly Rent under the Lease.

5. Condition of Premises. Tenant acknowledges and agrees that Tenant is currently
occupying both the 3807 Premises and the Current Premises, and Tenant accepts the entire
Premises “AS IS” in the broadest sense of the term, without benefit of any improvements to be
constructed by Landlord: Landlord will not be required to make any improvements or repairs to
the Premises.

-2- ) Attachment 1 to the FAS — Warehouse Lease Ordinance



William Craven

FAS Warehouse Lease, Attachment 1
February 13, 2013

Version #2

6. ‘Renewal Option. Subject to the terms and conditions stated in this Paragraph 7,
Tenant will have the option to extend the term of this Lease for one additional 60 month period (the
"Renewal Term"). Tenant’s option is conditioned as follows: at the time Tenant gives an Option
Notice and the time the Renewal Term is to commence, Tenant (a) is in occupancy of the Premises,
(b) is not in Default under this Lease, and (c) has not been in default under this Lease beyond the
applicable cure periods during the immediately preceding two year period. To exercise its option to
extend this Lease for the Renewal Term, Tenant must deliver to Landlord a written notice (an
"Option Notice") exercising Tenant’s renewal option at least nine months (but not more than 12
months) prior to the date the Extended Term will expire. The renewal option granted to Tenant
under this paragraph is personal to Tenant and may not be exercised by or for the benefit of any
assignee or sublessee of Tenant. All of the terms and conditions of this Lease will apply during the
Renewal Term except (i) the Basic Monthly Rent will be the "fair market rent" (as defined below)
for the Premises, including periodic adjustments which are then typical for similar buildings in
similar locations, as agreed to by Landlord and Tenant or determined by arbitration as set forth
below; (ii) unless otherwise agreed by Landlord in writing, there will be no further renewal options
after the commencement of the Renewal Term; and (iii) Landlord will have no tenant improvement
obligations with respect to the Premises except as otherwise agreed in writing by Landlord. If at the
time Tenant delivers the Option Notice to Landlord, or at any time between such date and the
commencement date of the Renewal Term, Tenant defaults under this Lease and fails to cure its
default within the applicable cure period, if any, Landlord may declare the Option Notice void by
written notice to Tenant. The term "fair market rent" means the rate per rentable square foot that a
willing, non-equity tenant would pay in an arms-length transaction for comparable space in the
Building and in comparable buildings in comparable locations, for leases having a five year term,
taking into account the then condition of the improvements in the Premises. Landlord and Tenant
agree the Basic Monthly Rent for the Renewal Term will be determined as follows:

(A) If Landlord and Tenant have not agreed on the fair market rent
within 30 days after Landlord receives the Option Notice, then unless otherwise agreed in writing
by the parties, the parties will submit the matter to arbitration in accordance with the terms of the
following paragraph. The last day of the 30 day period (as it may be extended by the written
agreement of the parties) is referred to in this Lease as the "Arbitration Commencement Date".:

(B)  Within 10 days after the Arbitration Commencement Date each party
will g1ve written notice to the other setting forth the name and address of a Broker (as defined
below) who has agreed to act in such capacity, to determine the fair market rent. If either party fails
to select a Broker, the fair market rent will be determined by the Broker selected by the other party.
Each Broker will independently make her or his determination of the fair market rent within 20 days-
after the appointment of the second Broker. If the two Brokers' determinations are not the same, but
the higher of such two values is not more than one hundred five percent (105%) of the lower of
them, then the fair market rent will be deemed to be the average of the two values. If the higher of
such two values is more than one hundred five percent (105%) of the lower of them, then the two
Brokers will jointly appoint a third Broker within 10 days after the second of the two determinations
described above has been rendered. The third Broker will independently make her or his

- determination of the fair market rent within 20 days after her or his appointment. The highest and
the lowest determinations of value among the three Brokers will be disregarded and the remaining

-3- ' Attachment 1 to the FAS — Warehouse Lease Ordinance



William Craven

FAS Warehouse Lease, Attachment 1
February 13, 2013

Version #2

determination will be deemed to be the fair market rent; provided, however, that in no event will the
fair market rent be deemed to be less than the Base Rent payable under this Lease during the Lease
Year 1mmed1ately precedmg the first Lease Year of the Renewal Term. Within 30 days after the
fair market rent is determined, the parties will execute an amendment to this Lease setting forth the
new Rent to be paid for the Renewal Term. For the purposes of this paragraph 7, ""Broker' means
a real estate broker licensed in the State of Washington who has been regularly engaged in such
capacity in the business of retail leasing in the Puget Sound region for at least 10 years immediately
preceding such person's appointment. Each party will pay for the cost of its Broker and one-half of
the cost of the third Broker.

7. Indemnity. Tenant's indemnity of Landlord in Section 7 of Part B of the Lease,
as amended in paragraph 4 of the First Amendment to the Lease, is deleted and replaced with the
following:

Tenant shall defend, indemnify and hold the Landlord harmless from all claims, suits,
losses, damages, fines, penalties, liabilities, and expenses (including the Landlord's actual
and reasonable personnel and overhead costs and - attorneys' fees and other costs,
regardless of whether the claims involve litigation) resulting from any actual or alleged
injury (including death) of any person or from any actual or alleged loss of or damage to
property to the extent caused by the negligence of Tenant or any of its employees.

8. Brokers. Each of Landlord and Tenant represents and warrants to the other that it
has dealt with no real estate brokers or salespersons in connection with this Amendment.

9. No Other Changes. Except as specifically amended by this Amendment, all of the

. terms and conditions of the Lease remain unchanged and will be in full force and effect
throughout the term of the Lease, including the Extended Term. If any of the terms or conditions
of this Amendment conflict with any of the terms or conditions of the Lease, this Amendment
will control.

10.  Effective Date. Landlord and Tenant intend this Amendment to become a part of
the existing Lease and expand the Premises. So long as this Amendment is approved by the
Seattle City Council and signed by both Landlord and Tenant, this Amendment will be effective
as of June 1, 2013 regardless of the date of execution.
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LANDLORD

MUSREF SPOKANE STREET LP, a
Washington limited partnership

By  METZLER US REAL ESTATE FUND GP
SPOKANE STREET LLC, its general partner

By  METZLER US FUND LLC, its manager

By  METZLER MANAGEMENT, INC., .
 its manager

By
‘Name: Steven A Franceschina
Title: Vice President

TENANT

THE CITY OF SEATTLE, a
Washington municipal corporation

By
_Name
Title
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STATE OF ' )
) ss.
COUNTY OF )
On this day of ‘ , 2013, before me, the undersigned, a Notary
Public in and for the State of , duly commissioned and sworn personally
appeared , known to me to be the

of METZLER MANAGEMENT, INC., manager of METZLER US
FUND LLC, manager of METZLER US REAL ESTATE FUND GP SPOKANE STREET
LLC, general partner of MUSREF SPOKANE STREET LP, the limited partnership that executed
the foregoing instrument, and acknowledged the said instrument to be the free and voluntary act and
deed of said limited partnership, for the purposes therein mentioned, and on oath stated that he/she
was authorized to execute said instrument.

I certify that I know or have safisfactory evidence that the person appearing before me and
making this acknowledgment is the person whose true signature appears on this document.

WITNESS my hand and official seal hereto affixed the day and year in the certificate above
written.

Signature

Print Name ,

NOTARY PUBLIC in and for the State of
' , residing at '

My commission expires
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STATE OF WASHINGTON )

) ss.
COUNTY OF )
| On this day of - , 2013, before me, the undersigned, a Notary
Public in and for the State of , duly commissioned and sworn personally |
appeared : , known to me to be the

of THE CITY OF SEATTLE, the municipal corporation that executed the
foregoing instrument, and acknowledged the said instrument to be the free and voluntary act and
deed of said municipal corporation, for the purposes therein mentioned, and on oath stated that
he/she was authorized to execute said instrument.

I certify that I know or have satisfactory evidence that the person appearing before me and
making this acknowledgment is the person whose true signature appears on this document.

 WITNESS my hand and official seal hereto affixed the day and year in the certificate above
written. ' ' :

Signature

Print Name :

- NOTARY PUBLIC in and for the State of
Washington, residing at .
My commission expires
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FAS & SFD Warehouse Lease clly peraions il
3601, 3641 & 3807 Second Ave S.

All rights reserved. No guarantee of any sort is implied,
including accuracy, compleleness, of fitness for use.
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City of Seattle
Office of the Mayor

April 16, 2013

Honorable Sally J. Clark
President

Seattle City Council
City Hall, 2™ Floor

Dear Council President Clark:

I'am pleased to transmit the attached proposed Council Bill authorizing the Department of Finance and
Administrative Services (FAS) to execute a lease amendment with the MUSREF Spokane Street, LP, to
extend by 10 years the Seattle Fire Department (SFD) and FAS lease of approximately 60,000 square feet
of warehouse space located at 3601, 3641, and 3807 Second Avenue South (the lease is for one building
that has multiple addresses).

SFD has been a tenant in the building for about 20 years and FAS has occupied iis portion of the facility for
10 years. Both departments continue to have a need for space and there is no City space available to meet
either department’s storage needs, currently, or in the foresceable future. This legislation is required to
renew the lease because the size of the space exceeds FAS’ statutory authority for leasing without the
Council’s approval.

_The lease amendment authorized by this legislation will provide SFD and FAS with the space they require

. to continue to carry out their operations. Should you have questions, please contact Bill Craven at 733-
9238.

Sincerely, ' o
Michael McGinn
Mayor of Seaitle

cc: Honorable Members of the Seattle City Council

Michael MeGinn, Mayor

Office of the Mayor | Tel (206) 684-4000
600 Fourth Avenue, 7" Floor Fax (206) 684-5360
PO Box 94749 TDD (206) 615-0476

Seattle, WA 98124-4749 - mike.meginn@seattle.gov



